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OFFICE   OF 


R.    E.   TDWLE 

STATE      EXAM 


ADDRESS     ALL     OFFICIAL    COh 
TO     STATE     EXAMINER 


ICATIDNS 


Helena, 


TO  THE  HONORABLE  GOVERNOR  AND 
STATE  BOARD  OF  EDUCATION 


In  accordance  with  the  requirements  of  the  Substitute 
House  Bill  No.  293  of  the  Thirty-Sixth  Legislative  Assembly 
of  the  State  of  Montana,  there  is  submitted  herewith  the 
Financial  Report  of  the  six  units  of  the  University  of 
Montana  System  for  the  biennium  ending  June  30,  1959. 


Respectfully  submitted, 


/^4^ 


State  Examiner 


Helena,  Montana 
May  10,  1960 
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May  9,  I960 


Mr.  R.  E.  Towle, 
State  Examiner 
State  of  Montana 
Helena,  Montana 

Dear  Mr.  Towle: 

We  have  examined  the  books  and  records  of  the  Six 
Units  of  the  University  of  Montana  System  for  the  bien- 
nium  ended  June  30,  1959  and  prepared  the  consolidated 
balance  sheet  and  summaries  of  current  income  and  expend- 
itures for  the  biennium  then  ended.   In  connection  with 
our  review,  we  examined  the  principal  legislative  appro- 
priation acts  applicable  to- the  biennium,  and,  without 
making  a  detailed  audit  of  the  transactions,  we  have 
examined  or  tested  accounting  records  of  the  University 
and  other  supporting  evidence  by  methods  and  to  the 
extent  we  deemed  appropriate. 

The  Montana  School  of  Mines  and  Montana  State  College 
have  adjusted  their  inventories  of  plant  investment  to 
June  30>  1959*   For  explanation  as  to  methods  used,  see 
audit  supervisor's  comments  on  each  unit.   Plant  invest- 
ment has  not  been  adjusted  at  the  other  units.   Comments 
of  each  supervisor  with  respect  to  the  unit  examined  and 
recommendations  as  to  improvement  in  administrative  and 
accounting  control  are  reproduced  in  full  in  this  report. 

In  our  opinion,  subject  to  the  foregoing  reference 
as  to  inventories  of  plant  investment,  and,  to  the  com- 
ments and  recommendations  of  the  audit  supervisors,  the 
accompanying  balance  sheet  and  summaries  of  current  income 
and  expenditures,  constitute  a  comprehensive  compilation 
of  the  financial  position  of  the  Six  Units  of  the  Univer- 
sity of  Montana  System  as  at  June  30,  1959  >  and,  the 
results  of  its  operations  for  the  biennium  then  ended, 
prepared  in  conformity  with  generally  accepted  principles 
of  college  and  university  accounting. 


OL 


KJtAbrtrOL, 


^ 


teMt 


Clarence  D.   msfeldt, 
Audit  Coordinator 


ETTABEL  AASHE1M,  Executive  Secretary 


112  W.  Pines 


Missoula,  Montana 


RECOMMENDATIONS  FOR  THE 
UNIVERSITY  OF  MONTANA  SYSTEM 

We  would  urgently  recommend  to  the  State  Board  of  Education,  Ex  Officio  Regents  of  the  University  of  Mon- 
tana, that  an  accountant  be  appointed  in  their  office  whose  duty  would  be  to  develop  a  manual  of  accounting  and 
classification,  or  chart  of  accounts.  He  should  provide  routines  for  handling  public  business,  preparing  budgets, 
methods  of  taking  and  recording  inventories,  and  establishing  a  system  of  centralized  control  which  is  now  clearly 
nonexistent,  as  disclosed  by  the  audit  just  completed  under  the  supervision  of  the  Montana  Society  of  Certified 
Public  Accountants  for  the  biennium  ended  June  30,  1959.  The  accountant  should  work  in  harmonious  relationship 
with  the  duly  constituted  officers  of  the  units  of  the  University,  the  controllers,  business  managers  and  treasurers 
thereof  in  a  discussion  of  and  planning  effective  and  uniform  methods  of  recording  income  and  charging  expendi- 
tures, so  that  comparable  statements  of  the  units  may  be  available  and  consolidation  of  the  results  made  into  state- 
ments of  assets,  liabilities  and  operating  results.  There  should  be  forms  provided  for  making  monthly  and  annual 
reports.  An  accountant  working  in  this  capacity  could  make  a  thorough  study  of  the  state  laws  and  appropriations 
and  be  better  able  to  understand  the  intent  of  the  Legislature  with  respect  thereto. 

We  cannot  too  strongly  stress  the  importance  of  inventories,  both  of  the  physical  plant,  materials,  supplies,  and 
other  assets  owned  and  subject  to  use  by  the  various  units.  This  would  apply  to  property  received  or  made  avail- 
able from  public  grants  and  from  all  sources,  and  proper  accounting  records  to  record  these  details  should  be  de- 
vised and  we  would  suggest  that  steps  be  taken  as  early  as  possible  to  accomplish  this  result.  This  was  another 
of  the  phases  of  the  audit  that  drew  particular  attention  of  the  auditors  as  is  reflected  in  their  comments  submitted 
in  full  in  the  report  for  the  biennium  ended  June  30,  1959.  Complete  and  satisfactory  files  and  records  of  property 
owned  by  the  University  System  should  be  established  and  kept  up  to  date  with  all  new  acquirements,  abandon- 
ments and  dispositions.  Inventories  of  janitors,  food  service  and  other  supplies  is  a  must  in  getting  adequate  con- 
trol over  expenditures  and  safeguarding  the  state's  funds. 

As  a  corollary  to  the  above  recommendations,  it  is  recommended  that  a  study  be  made  of  the  feasibility  and 
advisability  of  consolidating  all  bookkeeping  processes  in  one  office.  It  would  seem  that  this  department  should 
work  in  close  cooperation  with  the  accountant  in  the  office  of  the  State  Board  of  Education  as  proposed  above. 
Such  centralization  of  accounting  control  would  probably  require  the  use  of  modern  accounting  machinery.  Per- 
haps this  is  a  matter  for  the  attention  and  determination  of  the  interim  legislative  council.  Section  43-710,  RCM 
1947. 

The  Department  of  State  Lands  &  Investment  and  the  State  Treasurer  should  furnish  each  unit  with  a  monthly 
or  quarterly  statement  of  fund  balances  for  institutions  having  investments  in  Montana  Trust  &  Legacy  accounts. 

Monies  of  self-supporting  student  organizations,  such  as  sorority  and  fraternity  funds  and  the  like,  should  be 
in  separate  bank  accounts.  In  fact,  this  may  be  said  to  apply  to  all  trust  and  agency  accounts  and  no  room  left  for 
deviations  from  this  policy.  Revolving  funds,  by  whatever  name  called,  should  never  be  overdrawn. 

Appropriations  should  be  for  firm  and  definite  amounts,  and  not  in  lieu  of  fees,  collections,  sales  and  miscel- 
laneous receipts  and  earnings.  This  recommendation  contemplates  that  all  funds  thus  received,  including  sales  from 
the  Experiment  Station  and  all  items  received  by  each  unit,  should  be  properly  reflected  in  the  State  Treasurer's 
receipts.  Thus,  the  appropriations  would  be  limited  in  amount  and  for  the  purposes  for  which  they  were  provided 
and  not  reduced  by  these  miscellaneous  collections.  By  following  this  proposal,  it  would  tend  to  provide  better 
accounting  control  and  more  efficient  auditing  and  preparation  of  statements. 

Meters  should  be  installed  in  all  buildings  under  bond  issues  so  that  their  correct  share  of  the  expense  of  utili- 
ties may  be  charged  to  them.  This  would  be  true  also  of  insurance  or  any  expense  items  which  should  be  allocable 
to  units  in  order  to  show  correct  costs. 

We  would  also  recommend  that  the  units  and  all  organizations  connected  with  the  University  System  discon- 
tinue the  practice  of  borrowing  from  the  banks.  This  type  of  financing  does  not  permit  proper  accounting  control. 

For  additional  comments  and  recommendations  with  respect  to  each  unit,  reference  is  directed  to  the  indi- 
vidual comments  reproduced  in  full  as  originally  submitted  by  the  audit  supervisors. 
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UNIVERSITY  OF  MONTANA  SYSTEM 

CONSOLIDATED  BALANCE  SHEET  —  JUNE  30,  1959 

EXHIBIT  "A" 

ASSETS 
CURRENT  FUNDS 

A.     Educational  and  General  Total 

(a)     Unrestricted  funds 

Unexpended  appropriations $      143,160.62 

Cash  on  hand  and  on  deposit 178,999.14 

Inventories  of  stores  and  supplies _ 248,519.92 

Reimbursement  receivable *. 18,433.92 

Total $      589,113.60 


(b)     Restricted  funds 

Cash  on  hand  and  on  deposit $  599,336.01 

Inventories 92,351.70 

Investments 16,000.00 

Total $  707,687.71 


B.     Non-Educational 

Cash  on  hand  and  on  deposit $  478,977.22 

Inventories - - 98,678.15 

Accounts  receivable 143,086.97 

Investments 6,211.67 

Montana  Trust  and  Legacy  deposit 2,604.72 

Total . $  729,558.73 


Total  Current  Funds  _ $  2,026,360.04 


II.     STUDENT  LOAN  FUNDS 

Student  Loans $  40,989.83 

Cash  on  hand  and  on  deposit 103,052.67 

Investment 18,909.11 


Total  Student  Loan  Funds .._ $      162,951.61 


III.     ENDOWMENT  FUNDS 

Investments $      175,359.54 


Total  Endowment  Funds $      175,359.54 


IV.     AGENCY  FUNDS 

Cash  on  hand  and  on  deposit $  647,580.35 

Accounts  receivable,  students 3,747.01 

Investments 521,298.58 

Due  from  plant  funds - ; 195,713.63 

Real  estate 10,000.00 

Total  Agency  Funds _ $  1,378,339.57 


V.     PLANT  FUNDS  AND  PROPERTY 

Unexpended  appropriations $       21,961.27 

Cash  on  hand  and  on  deposit _ 834,939.28 

Investments 1,018,139.44 

Plant: 

General  administration 232,100.60 

Educational  system 5,332,919.90 

Physical  plant 34,454,286.92 

Lodging  and  food  service-  .__ 7,143,780.35 

Agricultural  experiment  station 3,238,528.59 

Agricultural  extension  service 138,741.06 

Total  Plant  Funds  and  Property $52,415,397.41 


TOTAL  ASSETS _ - $56,158,408.17 
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UNIVERSITY  OF  MONTANA  SYSTEM 

CONSOLIDATED  BALANCE  SHEET  —  JUNE  30,   1959 

EXHIBIT  "A" 

LIABILITIES,  RESERVES  AND  SURPLUS 
I.     CURRENT  FUNDS 

A.  Educational  and  General  Total 

(a)  Unrestricted  funds 

Accounts  payable __ $  14,702.48 

Contingent  revolving  fund  liability 18,768.34 

Unpaid  encumbrances 105,416.97 

Surplus 450,225.81 

Total $  589,113.60 

(b)  Restricted  funds 

Unpaid  encumbrances S  17,887.66 

Accounts  payable 49.97 

Surplus 689,750.08 

Total $  707,687.71 

B.  Non-Educational 

Accounts  payable _.$  53,500.65 

Surplus 648,853.83 

Reserve  for  inventory  (contra) 19,862.61 

Deferred  income  (contra) __  7,341.64 

Total .__...$  729,558.73 

Total  Current  Funds $  2,026,360.04 

II.     STUDENT  LOAN  FUNDS 

Loanable  principal $  162,951.61 

Total  Student  Loan  Funds __ _ $  162,951.61 

III.     ENDOWMENT  FUNDS 

Investments $  6,508.10 

Surplus 168,851.44 

Total  Endowment  Funds $  175,359.54 

IV.     AGENCY  FUNDS 

Agency  fund  balances $  754,258.12 

Fee  refunds  payable 49,701.12 

Investments 574,380.33 

Total  Agency  Funds _____$  1 ,378,339.57 

V.     PLANT  FUNDS  AND  PROPERTY 

Surplus  (reserve  for  unexpended 

plant  funds ) _$  225,107.51 

Surplus  (reserve  for  retirement  of 

indebtedness) 1,609,567.35 

Bonds  payable 16,699,400.00 

Mortgage  payable..... 10,078.43 

Notes  payable..... 446,519.33 

Surplus 33,188,646.03 

Borrowed  from  agency  funds 195,713.63 

Other  reserves  balance _____  22,582.53 

Unexpended  appropriation __ 17,782.60 

Total  Plant  Funds  and  Property _ __ _____ _ _  $52,415,397.41 

TOTAL  LIABILITIES,  RESERVES  AND  SURPLUS     _ $56,158,408.17 
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815.16 


UNIVERSITY  OF  MONTANA  SYSTEM 
CONSOLIDATED  STATEMENT  OF  CURRENT  INCOME  AND  EXPENDITURES 

For  The  Period  July  1,  1958  to  June  30,  1969,  Inclusive 

EXHIBIT  "B" 

Total 
I.     CURRENT  RECEIPTS 

A.     Educational  and  General 

General  Budget 

Legislative  appropriation  from  mill  levy  (net) 

Teachers'  retirement  system 

Public  employees'  retirement  system 

Social  security. _ _ _ ^ 

Legislative  appropriation  from  general  fund 

Travel  refund  appropriations 

Appropriations  for  additions  and  equipment 853,549.86 

Student  fees  and  other  income 

Other  income 20,367.28 

Student  fees 2,473,153.80 

Endowments,  expendable  income 299,957.46 

Non-general  Budget 

Bureau  of  Mines  and  Geology,  state  appropriation 235,152.32 

Agricultural  experiment  station,  state  appropriation 2,078,783.99 

Agricultural  experiment  station,  federal 

appropriation 766,125.00 

Agricultural  extension  service,  state  appropriation 972,351.14 

Agricultural  extension  service,  federal  appropriation 985,668.64 

Engineering  experiment  station,  state  appropriation 97,029.93 

Gifts  and  grants,  experiment  station _         49,608.56 

Forest  and  conservation  experiment,  state 

appropriation 122,491.00 

Forest  and  conservation  experiment,  federal 

appropriation 44,066.98 

Forest  and  conservation  experiment,  sales, 

leases,  etc 66,528.08 

Certified  Public  Accounting 3,960.00 

Sales  and  services  experiment  station 924,607.08 

Total  Educational  Income. $26,731,423.76 


B.     Non-Educational 

Residence  Halls  and  food  service 

(auxiliary  services) $  4,981,098.54 

Fellowships,  scholarships  and  prizes 182,181.84 

Student  Building  fee 676,268.20 

Interest. _ 656,292.35 

Total  Non-Educational  Income  $  6,495,840.93 


Grand  Total  Receipts $33,227,264.69 

II.     CURRENT  EXPENDITURES 

A.  General  Budget 

General  Administration $  2,083,277.46 

Education  Operation 13,115,176.01 

Physical  plant  operation 3,635,961.75 

Bureau  of  Mines  and  Geology  operations  233,881.61 

Agricultural  experiment  station  operation  _ 3,243,631.25 

Agricultural  extension  service  operation 1,949,083.66 

Total  Educational  Expense $24,261,011.74 

B.  Non-Educational 

Residence  Halls  and  food  service 

(auxiliary  services) _ ._ _ $  4,016,166.83 

Total  Non-Educational  Expense $  4,016,166.83 

Grand  Total  Operational  Expense $28,277,178.57 

Excess  of  Income  Over  Current  Operating 

Expenditures  for  the  Biennium— Exhibit  "C" $  4,950,086.12 


(   10) 


UNIVERSITY  OF  MONTANA  SYSTEM 
SURPLUS  — JUNE  30,  1959 

EXHIBIT  "C" 

Total 

SURPLUS,  JULY  1,  1957... .....$28,960,781.63 

Excess  of  income  over  current  operating 

expenditures  for  the  biennium,  Exhibit  "B" 4,950,086.12 

Inventory  and  other  adjustments 3,070,134.30 

SURPLUS,  JUNE  30,  1959 $36,981,002.05 

CONSISTING  OF: 

I.     CURRENT  FUNDS: 

A.  Educational  and  General 

(a)  Unrestricted $     450,225.81 

( b )  Restricted 689,750.08 

B.  Non-Educational _ 648,853.83 

III.     ENDOWMENT  FUNDS 168,851.44 

V.     PLANT  FUNDS  AND  PROPERTY 

Reserve  for  unexpended  plant  funds 225,107.51 

Reserve  for  retirement  of  indebtedness. 1,609,567.35 

Plant  investment. _ _ 33,188,646.03 

TOTAL,  EXHIBIT  "A" $36,981,002.05 


UNIVERSITY  OF  MONTANA  SYSTEM 

PLANT  INVESTMENT  PER  STUDENT 

AS  AT  JUNE  30,  1959 


Estimated 

Maximum 

Enrollment 

With  Present 

Facilities 

Missoula  4,000 

Bozeman 4,000 

Butte  500 

Dillon 600 

Billings 1,000 

Havre   750 

1  After  inventory  of  plant  adjustment. 

2  Unadjusted  for  inventories. 


Plant 
Investment 

Investment 

Per 

Student 

$14,997,441.31 

$3,749.002 

20,719,245.83 

5,180.00' 

3,412,449.42 

6,825.00' 

2,306,702.96 

3,845.00- 

2,645,980.57 

2,646.00- 

3,081,267.68 

4,108.002 

( 11 ) 
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UNIVERSITY  OF  MONTANA  SYSTEM 
THE  UNIVERSITY  DOLLAR 


Receipts 


BUREAU 
OF  MINES 
.70  7. 
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UNIVERSITY  OF  MONTANA  SYSTEM 

STATEMENT  OF  FIRE  AND  EXTENDED   COVERAGE   INSURANCE 

CARRIED  ON  BUILDINGS  AND  CONTENTS  AT  90%  OF  THE  INSURABLE  VALUE 

AT  JULY  1,  1957' 

Buildings  Contents 

Montana  State  University ..$14,417,500.00        $  1 ,648,400.00 

Montana  State  College _ 11,784,100.00  2,339,200.00 

Western  Montana  College  of  Education _ 1,406,100.00  178,600.00 

Montana  School  of  Mines _._..     2,532,900.00  332,500.00 

Eastern  Montana  College  of  Education „ 1,795,000.00  214,500.00 

Northern  Montana  College 2,491,400.00  300,500.00 

Fort  Ellis  Agriculture  Sub-Station 58,400.00  8,500.00 

Central  Montana  Branch  Sub-Station 77,500.00  17,600.00 

Northern  Montana  Branch  Sub-Station 168,300.00  13,600.00 

Horticulture  Experiment  Sub-Station 34,400.00  7,900.00 

Eastern  Montana  Branch  Experiment  Station 37,400.00  5,000.00 

Northwestern  Montana  Branch  Experiment  Station 31,200.00  7,600.00 

Huntley  Branch  Experiment  Station _ 240,200.00 

Total $35,074,400.00        $  5,073,900.00 

GRAND  TOTAL _ _ .....$40,148,300.002 

Premium  for  three  year  period  July  1,  1957  to  July  1,  I960-- $     165,798.16 

Increase  in  coverage  during  period  for  new  construction 

and  property $  5,438,400.00 

Additional  premium $       22,985.89 

1  Information  furnished  by  State  Board  of  Examiners. 
-  Values  to  be  adjusted  when  appraisals  are  made. 


UNIVERSITY  OF  MONTANA  SYSTEM 
STATEMENT  OF  FEES  CHARGED  TO  RESIDENT   STUDENTS 
FOR  BIENNIUM  ENDED,  JUNE  30,   1959 


Montana 

State 
College 

Registration  fee  $10.00 

Incidental  fee  30.00 

Student  health  fee 7.00 

Yearbook  fee1  6.00 

Student  Union  Building  use  fee 5.00 

Student  activity  fee  8.75 

Student  Union  fee 4.00 

H  &  PE  Building  fee3 4.00 

Student  Building  fee  10.00 

Deposit  (returnable  less  breakage)1.—  10.00 

Textbook  rental  fee  

Library  building1  

1  Per  year 
'-  Semester 
3  Health  and  Physical  Education  building 


Montana 

State 

University 

Northern 
Montana 
College 

Western 
Montana 
College  of 
Education 

Eastern 
Montana 
College  of 
Education 

Montana 
School  of 
Mines  (2) 

$10.00 

$10.00 

$10.00 

$10.00 

$15.00 

30.00 

30.00 

30.00 

30.00 

45.00 

10.00 

5.25 

3.00 

5.25 

3.75 

6.00 

3.50 
8.00 

6.00 

4.00 

5.00 

10.00 

9.50 

10.00 

12.00 

15.00 

4.00 

5.00 

6.00 

10.00 

10.00 

5.00 

10.00 

5.00 

10.00 

10.00 

10.00 
4.00 

10.00 

5.00 
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UNIVERSITY  OF  MONTANA  SYSTEM 

MONTANA  STATE  UNIVERSITY 

MISSOULA,  MONTANA 

Comments  by 
Max  R.  Swanson,  Audit  Supervisor 

1.  Physical  inventories  of  stores  supplies  are  taken  but  book  accounts  are  not  adjusted  to  actual.  We  recom- 
mend that  book  accounts  be  adjusted  to  the  physical  count  of  supplies  and  that  inventories  be  taken  at  least  once 
a  year  at  or  near  June  30.  We  recommend  that  consideration  be  given  to  the  establishment  of  a  central  stores 
warehouse  through  which  all  stores  are  received  and  charged  out. 

Perpetual  inventories  are  maintained  of  raw  food  by  the  Housing  and  Food  Service.  A  physical  inventory 
was  taken  on  June  11,  1959,  and  the  records  adjusted  to  the  physical  count. 

2.  Amount  on  deposit  with  Montana  Trust  and  Legacy  were  confirmed  and  the  reported  balances  reconciled 
with  the  University  records.  We  recommend  that  balances  with  Montana  Trust  and  Legacy  be  reconciled  at  least 
quarterly. 

3.  Receivables  totaling  $7,341.64  are  due  from  students  originating  through  Family  Housing  and  Food  Serv- 
ice and  Residence  Halls.  Of  this  amount,  $6,005.27  originated  during  the  six  months  period  January  1,  to  June  30, 
1959.  The  remaining  balance  of  $1,336.37  is  substantially  uncollectible.  Since  the  University  is  on  a  cash  basis,  these 
receivables  are  not  reflected  in  the  balance  sheet. 

4.  Seven  payments  remain  of  $1,800  each  for  land  purchased  in  1947.  Prior  payments  totalling  $23,400  have 
been  charged  to  expense.  We  recommend  that  the  entire  cost  of  the  land  of  $36,000  be  recorded  with  a  credit  to 
surplus  for  the  prior  payments  of  $23,400  and  a  credit  to  a  liability  account  for  the  unpaid  balance  of  $12,600. 

In  addition,  there  are  unrecorded  liabilities  as  follows: 

Jenkins  House,  762  Eddy  . $  9,500.00 

Zempke  House,  740  Eddy  _ 12,026.67 

$21,526.67 


We  suggest  that  the  above  liabilities  be  recorded. 

5.  Three  properties  have  been  purchased  in  the  name  of  the  "Local  Executive  Board."  They  are  Law  House, 
Jenkins  Property,  and  Prescott  Property.  It  is  unknown  why  these  properties  were  not  purchased  in  the  name  of 
Montana  State  University. 

6.  Considerable  property  has  been  purchased  with  agency  funds  which  is  not  reflected  on  the  balance  sheet. 
Records  are  maintained  of  this  property  in  the  Controller's  office  but  since  the  property  is  acquired  without  ex- 
pending State  funds,  they  are  not  recorded  as  an  asset.  During  the  biennium,  $81,551.69  of  property  was  acquired 
in  this  manner,  most  of  which  was  research  equipment.  If  a  gift  to  the  University  is  intended,  we  recommend  that 
the  property  be  recorded  by  a  debit  to  property  inventory  and  a  credit  to  donated  surplus  or  similar  account. 

7.  Capital  items  are  recorded  at  the  net  difference  paid  where  there  is  a  trade-in  and  charged  to  repairs  and 
replacements.  The  result  is  that  property  is  carried  on  the  balance  sheet  at  costs  different  than  the  actual  cost  of 
the  item.  The  State  Controller  has  requested  that  complete  inventories  be  taken  but  very  little  progress  has  been 
made.  To  take  a  thorough  inventory  and  set  up  proper  records  for  the  acquisition  and  disposition  of  property  will 
take  considerable  time  and  money.  Without  a  substantial  budget  for  the  costs,  it  is  difficult  for  the  State  Univer- 
sity to  proceed. 

It  is  recognized,  however,  that  a  complete  inventory  and  a  revision  of  procedures  in  regard  to  property  is 
urgently  needed. 

8.  The  bond  indenture  requirements  do  not  seem  to  be  followed  in  many  of  the  issues.  In  all  cases,  the  re- 
quirements in  regard  to  sinking  funds  for  current  payments  and  reserves  are  strictly  followed.  However,  transfers 
of  funds  are  not  made  from  operating  funds  to  bond  funds.  For  example,  the  indenture  for  land  grant  and  student 
fee  revenue  bonds,  Series  A,  1955,  dated  April  1,  1955,  reads  in  part,  "Land  Grant  Income  and  Student  Fee  Bond 
Fund  shall  be  credited  as  soon  as  practical  and  at  least  quarterly  with  land  grant  income  and  net  revenues  from 
Health  Service  Center  Building  Operation  Fund."  Only  amounts  sufficient  to  pay  current  issues  have  similar  re- 
quirements. 

The  bond  issues  for  family  housing  (Revenue  bonds,  Series  1956  and  1957)  and  swimming  pool  have  been 
audited  by  independent  certified  public  accountants  through  June  30,  1959.  However,  several  of  the  other  bond 
indentures  also  require  audits.  For  example,  the  indenture  for  the  Field  House  Revenue  Bonds,  Series  A  and  B, 
reads  in  part,  ".  .  .  will  have  said  books  audited  at  least  annually  by  qualified  public  accountants  or  by  some  au- 
thorized state  official  and  will  furnish  copies  of  said  audit  report  to  each  bondholder  upon  request."  We  do  not 
believe  that  the  quarterly  examination  by  the  State  Controller  fulfills  this  requirement. 

The  costs  of  the  horse  barns  were  paid  by  the  proceeds  of  the  field  house  bonds.  We  read  the  State  Board 
of  Education  field  house  resolutions  dated  December  15,  1952,  and  excerpts  are  as  follows:  "A  resolution  relating 
to  the  erection,  control,  management,  and  operation  of  facilities  consisting  of  a  field  house  at  Montana  State  Uni- 
versity .  .  ."  "Facilities'  shall  mean  the  building  which  is  to  be  erected  on  the  campus  of  the  Institution  for  recrea- 
tional and  athletic  purposes,  which  is  hereby  determined  to  be  a  field  house  .  .  ."  "It  is  hereby  determined  that  it 
is  necessary  to  provide  facilities  (as  well  as  ground,  other  buildings,  or  equipment  as  may  be  now  or  hereafter 
authorized  by  law)  at  the  Institution  .  .  ." 

The  above  portion  of  the  resolutions  is  quoted  to  enable  you  to  see  the  question  posed  as  to  whether  the  horse 
barns  can  be  construed  as  "facilities."  The  complete  Field  House  Resolutions  dated  December  15,  1952.  should  be 
read  before  deciding  whether  or  not  expenditures  for  the  horse  barns  were  proper. 

According  to  the  bond  indentures,  the  student  activity  fee  is  pledged  fifty  per  cent  to  field  house  and  twenty- 
five  per  cent  to  swimming  pool.  During  the  biennium  examined,  fifty  per  cent  of  the  student  activity  fee  was  al- 
located to  the  athletic  fund  for  major  sports  and  the  remaining  fifty  per  cent  to  various  other  associated  student 
operations. 

We  suggest  that  all  bond  indentures  be  reviewed  by  the  legal  counsel  of  the  State  University  to  ascertain  if 
all  provisions  are  being  followed. 

9.  Receipts  totalling  $3,000  have  been  recorded  on  the  Field  House  records  but  not  on  the  records  of  the  Con- 
troller. Approximately  this  amount  is  retained  for  working  capital.  We  recommend  that  an  adequate  sum  be  ad- 
vanced to  the  Field  House  as  a  revolving  fund.  This  world  enable  the  Field  House  to  deposit  income  with  the 
Controller  as  it  is  received  and  the  Controller's  records  for  the  Field  House  would  then  indicate  actual  receipts  and 
expenditures. 

10.  There  is  a  loan  dated  March  17,  1959  for  $25,000  granted  to  Montana  State  University  from  the  First 
National  Bank  of  Missoula,  Montana  for  use  by  the  athletic  department  of  Montana  State  University.  This  loan  is 
to  be  repaid  at  the  rate  of  not  less  than  $5,000  per  year  and  the  accumulated  profits  from  the  Student  Store. 
which  go  into  the  Associated  Students  of  Montana  State  University  General  Fund,  are  pledged  to  repay  this 
loan. 
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UNIVERSITY  OF  MONTANA  SYSTEM 

MONTANA  STATE  COLLEGE 

BOZEMAN,  MONTANA 

Comments  by 
Herbert  H.  Kirchoff,  Audit  Supervisor 

A.     ACCOUNTING  SYSTEM 

1.  NEW  ACCOUNT  CLASSIFICATION   AND  BUDGET  COORDINATION: 

It  has  been  observed  by  the  auditor  that  in  many  ii  stances  the  account  classifications  are  too  detailed;  such 
detailing  is  time  consuming  and  the  detailed  informat  on  has  no  particular  value. 

The  budget  classifications  are  not  always  the  same  as  the  expense  account  classification;  this  is  partly  due 
to  expense  accounts  being  in  greater  detail,  it  is  recommended  that  budget  and  expense  accounts  have  the  same 
number  of  classifications  so  that  they  can  be  more  reacily  compared.- 

The  entire  account  numbering  and  classifying  shou  d   be   studied   for   revision   as   the   present   system   was 
initiated  many  years  ago  before  the  expansion  of  the  university  units,  and  is  not  entirely  adequate  for  the  ex- 
panded operations  of  the  present  units.  The  accounting  :  ystem  should  be  reviewed  to  facilitate  the  employmen 
of  IBM  accounting  at  several  of  the  units  and  to  coordinate  with  the  accounting  reports  recommended  by  the 
National  Committee  on  Standard  Reports  for  Instituac    s  of  Higher  Education.  There  would  be  a  great  advant. 
in  having  all  units  on  the  same  system  in  making  comj  arisons  and  budgeting. 

2.  BANK  RECONCILIATIONS: 

The  bank  reconciliations  of  College  bank  accounts  are  made  in  the  same  office  where  the  claims  are  prepared. 
The  functions  of  drawing  claims  and  reconciling  bank  o  counts  should  be  performed  in  different  offices  by  dif- 
ferent persons  so  that  there  is  adequate  internal  control. 
:{.     CONTROL  OF  WARRANTS: 

The  warrants  are  drawn  in  Helena,  after  approving  claims  presented  by  the  College,  and  are  sent  back  to  the 
same  person  who  prepared  the  claim  to  be  mailed  to  the  claimant. 

It  is  the  auditor's  recommendation,  that  to  establish  internal  control,  the  warrants  should  be  mailed  directly  to 
the  claimant  from  the  Helena  office. 

4.  SEPARATE  BANK  ACCOUNTS: 

The  local  bank  accounts  should  contain  only  the  moneys  for  the  individual  fund  classifications,  such  as 
scholarship  funds,  auxiliary  enterprise  funds,  agency  funds,  loan  funds,  plant  funds,  etc.  If  such  bank  accounts 
were  maintained,  it  would  facilitate  the  preparation  of  th  3  financial  statements. 

5.  BOOKKEEPING    FOR    STUDENT    LOANS    AND    SCHOLARSHIPS: 

At  the  present  time,  there  is  no  formal  subsidiary  supporting  ledger  for  the  student  loan  and  scholarship 
funds.  The  receipts  and  disbursements  from  the  fund  ara  supported  by  informal  documents,  letters,  notes,  and 
etc.,  bound  in  a  binder. 

The  auditor  recommends  that  a  formal  accounting  system  be  established  showing  in  detail  the  receipts  and 
disbursements.   It  is  our  understanding  with   the  increase  of  loan  funds  from  the  Federal  Government  that  more 
complete  and  adequate  records  are  being  prepared. 
fi.     USE  OF  AGENCY  FUNDS  BY  THE  STUDENT  BUSINESS  OFFICE: 

The  Student  Business  Office  maintains  the  accounting  records  for  the  agency  funds  which  request  their 
services.  The  various  funds  using  the  services  of  the  Student  Business  Office  pay  an  accounting  fee,  and  it  was 
determined  that  the  fee  charged  was  too  low  and  that  they  would  have  to  increase  the  charge.  To  avoid  increasing 
fees,  the  Administrator  of  the  Student  Business  Office  invested  some  agency  fund  balances  in  short  term  govern- 
ment bonds.  The  interest  from  these  investments  is  to  be  retained  by  the  Student  Business  Office  to  defray  ex- 
penses of  its  operation  and  thereby  not  necessitate  an  increase  in  fees. 

In  surveying  this  type  of  a  program,  the  auditor  questions  whether,  (1)  the  college  charter  permits  it  to  enter 
into  a  quasi-banking  function,  and  (2)  does  such  banking  function  entail  the  college  to  prescribe  to  the  banking 
laws  of  the  State  of  Montana. 
7.     ACCOUNTING    PROCEDURE    FOR    STUDENT    BUSINESS  OFFICE: 

The  Student  Business  Office  keeps  its  own  account  for  its  operating  income  and  expense.  It  is  the  auditor's 
suggestion  that  for  greater  internal  control  the  Student  Business  Office's  own  ledger  account  be  handled  through 
the  general  business  office. 
S.     STUDENT  BUSINESS   OFFICE: 

The  student  union  fees,  which  is  a  plant  account,  is  now  being  kept  in  the  Student  Business  Office  books.  This 
plant  account  should  be  transferred  back  to  the  General  Business  Office  as  it  is  not  in  the  category  of  accounts 
that  should  be  delegated  to  the  Student  Business  Office. 

9.  INTERCOLLEGIATE  ATHLETIC  FUND: 

The  intercollegiate  athletic  fund  receives  the  gate  re:eipts  from  football  and  other  sports  events  not  conducted 
in  the  field  house  and  the  student  athletic  fee.  The  fund  pays  out  money  for  expenses  incurred  in  carrying  out 
the  athletic  program. 

At  present  this  fund  is  completely  outside  the  College  accounting  system,  as  it  has  its  own  bank  account,  it 
is  administered  by  the  Athletic  Director  and  the  Graduate  Manager  of  Athletics,  and  has  its  own  audit  by  an 
independent  accountant  annually. 

It  is  the  auditor's  recommendation,  even  though  there  has  not  been  any  misuse  of  the  fund  brought  to  his 
attention,  that  since  this  fund  is  handling  money  which  belongs  to  the  College,  it  should  be  a  part  of  College  ac- 
counting responsibility  and  not  an  independent  fund. 

10.  AGRICULTURAL   EXPERIMENT   STATION: 

The  auditor  has  submitted  under  separate  head  a  list  of  suggestions  to  the  Experiment  Station.  The  Experi- 
ment Station  appears  to  be  making  every  effort  to  put  in  effect  the  best  accounting  procedures  and  is  now  work- 
ing on  better  control  of  cash  and  property  inventory  at  its  various  branch  stations. 

B.     PROPERTY   INVENTORY 

The  property  inventory  is  taken  at  the  end  of  each  year. 

The  method  employed  is  to  send  new  inventory  sheets  to  each  department  head  along  with  a  copy  of  last  year's 
inventory  and  the  department  head  then  prepares  his  department  ending  inventory  for  the  current  year.  By  em- 
ploying this  method  there  is  no  coordination  with  the  the  accounting  records  as  to  new  acquisitions  during  the 
current  year,  nor  is  there  any  explanation  for  any  items  deleted  from  the  current  year's  inventory.  The  inventories, 
as  prepared  by  the  department  heads,  are  then  used  as  the  balance  sheet  amount  and  the  differences  between 
computed  property  inventory  on  the  accounting  records  are  adjusted  through  surplus. 

The  auditor  recommends  a  complete  inventory  and  classification  of  all  property,  and  the  property  record  be 
transferred  to  IBM  c^rds.  The  inventory  should  be  kept  current  on  IBM  by  having  IBM  cards  cut  for  the  inventory 
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record  when  any  current  disbursements  are  for  capital  items  and  all  property  disposed  of  during  the  year  should 
be  accounted  for  and  the  disposition  of  such  property  explained. 

C.  EDUCATIONAL  AND  OPERATING  EXPENSES 

1.  ACCOUNTING   SYSTEM: 

There  is  very  good  internal  control  of  the  educational  costs.  The  budget  system  is  rigidly  adhered  to,  and 
with  department  heads  approving  all  charges  against  their  budgets,  the  accounting  for  educational  expenses  is 
excellent. 

2.  SERVICE   DEPARTMENT   REVOLVING   FUND: 

The  service  department  does  nearly  all  the  maintenance  work  for  all  the  College  departments  and  acts  as  the 
central  purchasing  agent  for  most  of  the  supplies  used  by  the  College.  The  service  department  makes  an  excellent 
effort  to  bill  out  and  distribute  in  detail  the  cost  to  the  various  departments;  however,  included  in  these  billings 
are  charges  for  departmental  use  of  capital  items  such  as  automobiles,  and  the  receipts  from  such  charges  are 
used  by  the  service  department  to  purchase  inventory  replacements  and  new  capital  items. 

It  is  our  recommendation  that  all  charges  for  the  use  of  capital  items  should  be  remitted  to  the  state  and  that 
all  purchases  of  capital  items  should  be  reappropriated  by  the  University  Board  so  that  the  Board  can  maintain 
control  of  all  capital  expenditures. 

3.  CAR  POOL: 

The  service  department,  under  the  system  of  billing  explained  above,  now  operates  the  car  pool  for  the 
college  while  the  Experiment  Station  and  Extension  Service  maintain  their  separate  car  pools. 

It  is  our  recommendation  that  one  coordinated  car  pool  for  all  three  divisions  be  organized  to  effect  an  eco- 
nomic savings. 

4.  SERVICE   DEPARTMENT: 

It  is  the  auditor's  recommendation  that  there  be  prepared  current  operating  statements  for  the  service  depart- 
ment. The  service  department's  billing  of  over  $500,000.00  indicates  that  it  does  a  large  volume  of  work.  A  state- 
ment should  be  prepared  to  determine  its  efficiency. 

D.     FOOD,  DORMITORIES  AND  AUXILIARY  ENTERPRISES 

1.  DORMITORY  UTILITY   COSTS: 

A  survey  was  made  of  the  approximate  floor  space  some  time  ago,  and  a  ratio  of  the  floor  space  was  determined 
for  each  unit  including  the  dormitories.  The  utilities,  including  heat,  light  and  power,  have  been  allocated  on  this 
ratio  since  that  time. 

While  this  method  of  proration  is  better  than  a  completely  abritrary  method,  the  auditor  would  recommend 
installation  of  meters,  if  not  too  costly,  to  accurately  obtain  utility  costs  on  the  major  housing  units.  Water  was 
not  included  in  the  utility  proration,  and  while  the  water  bill  for  the  entire  College  is  approximately  $20,000.00 
per  year,  the  charges  to  the  dormitories  have  been  under  $200.00  for  the  year.  This  is  obviously  too  low  and  meters 
are  recommended. 

2.  ACCOUNTS   PAYABLE   FOR   UTILITIES— DORMITORIES: 

Of  the  amount  of  utilities  prorated  and  charged  to  the  dormitories,  only  10%  has  actually  been  paid  to  the 
College  Service  Department  from  the  dormitory  funds.  The  balance  due  represents  an  account  payable  $37,549.69, 
which  appears  on  the  reports  to  the  bonding  company,  but  has  not  been  included  in  the  general  books  of  the 
College.  The  College  has  not  shown  the  accounts  payable  as  the  College  reports  on  a  cash  basis.  The  result  of  this 
procedure  is  to  retain  this  90%  of  utility  cost  in  the  bank  account  of  the  dormitories,  and  to  hold  it  for  use  in 
the  next  biennium  instead  of  having  it  revert  June  30,  1959. 

3.  OTHER  DORMITORY  EXPENSES: 

The  dormitories  pay  only  business  interruption  insurance.  All  other  insurance  including  fire,  liability,  prod- 
ucts, etc.,  are  prepaid  by  the  state  under  the  state's  blanket  policy  and  is  not  charged  back  to  the  College. 

A  good  system  of  direct  charges  to  each  dormitory  unit  of  all  repair  and  maintenance  items  appears  to  be  in 
operation  by  the  service  department.  While  it  would  be  impossible  to  determine  whether  all  of  the  billings  are 
correct,  it  appears  that  an  honest  effort  is  being  made  to  properly  charge  maintenance  costs. 

While  there  is  good  effort  to  classify  charges  as  to  repair  and  capital  assets,  good  control  is  lacking.  Only  with 
the  installation  of  proper  inventory  controls  of  capital  assets,  as  discussed  elsewhere  in  the  comments,  can  capital 
items  be  closely  examined. 

The  operating  statements  of  the  dormitory  units,  which  have  food  operations,  should  set  forth  separately  the 
food  operation  and  the  housing  operation.  While  the  figures  could  have  been  segregated,  it  is  the  auditor's  recom- 
mendation that  they  be  set  out  monthly  and  be  easily  obtainable. 

4.  STUDENT  FAMILY   HOUSES: 

There  are  presently  on  the  campus  of  Montana  State  College,  approximately  20  student  houses  which  reve- 
nues are  not  appropriated  to  any  bond  issue.  The  net  income  from  the  rental  of  these  houses  is,  at  the  present, 
being  used  at  the  discretion  of  the  College  Administration. 

It  is  our  opinion  that  the  net  income  from  the  operation  of  student  family  houses  should  be  returned  to  Hel- 
ena for  reappropriation  in  the  same  manner  as  student  fees  and  animal  and  dairy  industry  sales.  While  there  has 
been  no  indication  of  misuse  of  the  income  brought  to  our  attention,  it  is  our  recommendation  that  the  University 
Board  should  have  the  opportunity  to  reappropriate  this  money. 

5.  THE  OPERATION  OF  STUDENT  UNTON  CAFETERIA: 

The  national  average  of  food  operation  wages  to  total  gross  revenue  is  approximately  22%,  however,  the  stu- 
dent union  cafeteria  wages  are  running  43%  of  gross  revenue.  The  high  wage  cost  appears  to  be  the  main  reason 
that  the  cafeteria  barely  makes  a  profit.  The  percentage  of  food  costs  of  approximately  33%  is  excellent,  and  the 
other  expenses  seem  to  be  in  line. 

The  auditor  recommends  that  an  examination  be  made  of  wages  to  determine  if  there  may  be  a  possibility 
that  they  could  be  brought  in  line  with  national  averages. 

6.  STUDENT  UNION: 

The  student  union  operation  pays  no  utilities.  This  is  offset  bv  the  fact  that  the  Commercial  Science  Depart- 
ment occupies  part  of  the  Student  Union  Building.  The  Commercial  Science  Department  will  move  out  of  the  Stu- 
dent Union  Building  in  the  near  future,  and  it  is  suggested  that  utility  costs  be  allocated  to  the  Student  Union 
Building  to  properly  reflect  operating  costs. 

E.     PLANT 
1.     REVALUATION  OF  PHYSICAL  ASSETS  BY  APPRAISAL: 

It  has  been  observed  that  the  physical  plant  of  the  Agricultural  Experiment  Department  substations  has  been 
reappraised  and  that  such  reappraisal  values  have  been  recorded  as  the  new  physical  plant  value. 

It  is  our  recommendation  that  all  physical  assets  remain  on  the  accounting  records  at  historical  cost,  until 
such  time  as  there  can  be  a  complete  reappraisal  of  all  physical  assets,  or  if  that  event  does  not  occur,  any  revalu- 
ation due  to  appraisal  should  be  only  a  footnote  comment  to  the  balance  sheet  statement,  or  such  reappraisal  value 
should  be  segregated  in  one  account,  possibly  under  an  account  heading  called  Appraisal  Surplus. 
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2.  TEMPORARY  USE  OF  RESTRICTED  FUNDS  FOR  CAPITAL  EXPENDITURE: 

It  was  discovered  upon  the  completion  of  Reid  Hall,  a  class  room  and  office  building  recently  constructed  on 
the  campus,  that  the  expenditures  made  in  completing  the  building  exceeded  the  construction  fund  by  $195,713.63. 
The  college  immediately  applied  for  a  bond  issue  and  determined  that  the  finance  costs  on  a  small  bond  issue 
would  be  prohibitive.  The  College  requested  the  University  Board  to  permit  the  College  to  use  moneys  out  of  the 
various  fund  balances  on  deposit  in  the  local  banks  until  this  money  could  be  incorporated  in  another  bond  issue. 
The  University  Board  approved  the  College  recommendation  and  the  College  withdrew  $195,713.63  out  of  local 
funds  balances,  and  paid  the  balance  due  on  the  construction  of  Reid  Hall. 

Such  use  of  the  local  funds  was  without  interest  and  without  consent  of  the  authorized  persons  administering 
the  various  funds  in  the  local  bank  accounts.  Subsequently  there  has  been  a  bond  issue  authorized  and  the  money 
has  been  replaced. 

3.  PLEDGING  OF  FEDERAL  LAND  GRANT  AND  INCOME  MONEY: 

While  some  federal  land  grant  and  income  money  is  not  restricted  so  that  it  can  be  used  for  the  construction  of 
buildings,  the  money  had  been  historically  applied  against  the  instructional  costs.  With  the  advent  of  the  large 
expansion  of  the  colleges  and  their  inability  to  always  procure  an  appropriation  to  build  new  facilities,  it  has  been 
found  that  the  federal  land  grant  interest  and  income  money  has  been  an  excellent  revenue  source  to  be  pledged 
to  a  bond  indenture  for  financing  new  building  facilities. 

Such  use  of  federal  money,  while  it  does  not  contravene  any  legal  restrictions,  does  cause  the  State  and  tax- 
payers to  pay  for  the  general  educational  expense  which  was  formerly  borne  by  this  revenue. 

4.  PLANT  FINANCING  THROUGH  GOVERNMENT  MATCHING  FUNDS  PROGRAM: 

In  certain  instances  the  Federal  Government  will  match  the  State  funds  dollar  for  dollar  in  building  pro- 
grams. The  Federal  Government  considers  funds  for  equipment  and  buildings  as  building  funds,  so  that  the  College 
by  judicious  budgeting  can  purchase  equipment  and  by  doing  so,  can  get  an  extra  building  construction  fund  dollar 
for  each  dollar  so  spent  out  of  the  College  budget. 

The  auditor  has  set  this  out  not  to  show  unauthorized  use  of  money,  but  for  information  to  present  one  of 
the  methods  of  getting  plant  funds  without  necessity  of  State  appropriation. 

5.  ACCOUNTING  FOR  INVESTMENTS  PURCHASED  UNDER  BOND  INDENTURE: 

Investments  purchased  for  the  reserve  funds  prescribed  by  the  bond  indentures  have  been  set  up  as  assets 
at  the  total  purchase  price.  In  many  cases  the  investment  cost  included  accrued  interest  and  bond  premium  or  dis- 
count. It  is  suggested  that  the  face  value  of  the  bond  be  the  asset  value,  and  offsetting  accounts  be  charged  or  cred- 
ited to  reflect  accrued  interest  purchased,  and  discount  or  premiums  and  these  offsetting  accounts  be  amortized  to 
reflect  the  true  earnings  ratio  of  the  investment. 

UNIVERSITY  OF  MONTANA  SYSTEM 

MONTANA  SCHOOL  OF  MINES 

BUTTE,  MONTANA 

Comments  by 
George  D.  Anderson.  Audit  Supervisor 

1.  GENERAL  STATEMENT  AS  TO  RECORDS  OF  THE  MONTANA  SCHOOL  OF  MINES 

We  found  the  records  of  the  Montana  School  of  Mines  to  be  in  very  good  shape  and  to  be  very  well  kept.  All 
supporting  data  relative  to  the  various  entries  made  upon  the  books  and  records  were  properly  filed  and  easily 
accessible.  The  supporting  data  was  found  to  have  been  properly  approved  according  to  the  procedures  set  up  by 
the  State  Board  of  Education  and  we  found  no  item  in  our  test  checking  for  which  the  source  data  was  not  readily 
available  and  in  a  complete  form. 

We  wish  to  commend  the  business  manager  of  the  School  of  Mines  for  his  method  of  operations  as  regards 
the  income  and  earnings  funds  such  as  registration,  incidental  fees,  and  other  items  which  are  to  be  paid  over 
to  the  State  Treasurer.  In  the  case  of  the  School  of  Mines  these  fees  are  deposited  directly  to  an  account  in  the 
Metals  Bank  and  Trust  Company,  Butte,  to  the  credit  of  the  State  Treasurer  of  Montana  and  are  not  at  any  time 
contained  in  the  bank  accounts  belonging  to  the  Montana  School  of  Mines. 

We  also  wish  to  commend  the  business  manager  of  the  School  of  Mines  for  his  handling  of  the  Contingent 
Revolving  Fund  set  up  for  the  purpose  of  paying  small  items.  In  the  case  of  the  School  of  Mines  the  $2,500  Con- 
tingent Revolving  Fund  has  been  placed  in  a  separate  bank  account  and  in  a  separate  bank.  Reimbursement  is 
requested  from  the  State  Treasurer  at  the  end  of  each  month  for  the  small  bills  paid  during  that  month.  As  a 
general  rule  this  reimbursement  averaged  $900  to  $1,000.  although  at  some  times  it  was  found  as  much  as  $1,500 
to  $2,000  was  necessary  to  reimburse  it.  We  feel  items  paid  from  this  particular  account  were  entirely  in  order 
and  the  account  was  not  used  in  an  attempt  to  bypass  obtaining  purchase  orders  and  approval  of  the  State  Con- 
troller's office.  In  other  words,  the  Contingent  Revolving  Fund  was  handled  in  the  same  manner  as  an  Imprest 
Petty  Cash  System,  which  we  feel  to  be  the  proper  method  of  handling. 

We  do  feel  that  in  the  case  of  Agency  Funds  and  Student  Aid  Funds  and  possibly  the  Restricted  Funds  that 
these  should  be  set  aside  in  a  bank  account  separate  from  that  of  the  current  funds  since  the  school  is  acting  as 
a  trustee  in  these  cases.  It  is  felt  that  moneys  contained  in  these  accounts  should  be  physically  separated  from  cur- 
rent funds  available  for  expenditure  by  the  School  of  Mines.  We  did  not  find  any  case  however  in  our  review 
where  the  general  bank  account  of  the  School  of  Mines  was  ever  drawn  down  to  a  point  that  it  was  less  than  the 
amount  of  Student  Aid,  Agency  and  Restricted  Funds  combined.  Therefore,  the  school  at  no  time  operated  upon 
any  of  these  funds. 

2.  PROPERTY    INVENTORY 

The  School  of  Mines  has  prepared  and  evaluated  the  inventory  of  all  of  the  property  contained  at  this  unit. 
Every  item  in  each  department  which  consisted  of  moveable  property  was  inventoried,  marked  with  a  tag  coding 
it  as  to  location  and  number.  These  code  numbers  and  descriptions  have  been  enumerated  in  a  listing  and  have 
been  valued  according  to  their  original  purchase  price,  or  if  that  is  not  obtainable,  according  to  a  present  value 
placed  upon  the  item.  This  inventory  was  prepared  prior  to  June  30,  1959  and  adjustments  in  the  inventory  of 
capital  items  in  each  of  these  departments  were  made  as  follows: 

General  Administrative  Inventory — -($      16,342.60) 

Educational  Inventory  - 379,439.91 

Physical  Plant  Inventory ....  397.871.38 

Dormitory  Inventory 402,186.72 

Total— - $1,163,155.41 
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As  can  be  seen  from  the  above  listing  all  departments  had  an  increase  in  the  amount  of  capital  items  now  con- 
tained therein  except  the  General  Administration  Department.  The  reason  for  these  increases  are  two-fold.  One,  a 
practice  in  the  past  has  been  followed  whereby  any  item  which  replaced  another  item  was  charged  off  as  ex- 
pense. Also,  donated  items  and  items  which  were  bought  with  restricted  trust  funds  were  never  recorded  in  the 
inventory  accounts. 

As  a  consequence  over  the  past  25  or  30  years  there  have  been  many  items  of  capital  expenditure  made 
which  have  been  charged  off  as  operations  expense  rather  than  being  capitalized.  It  is  our  understanding  that 
the  future  plan  is  to  charge  off  the  item  replaced  and  capitalize  the  new  item  which  is  purchased.  We  concur  with 
this  plan  of  action. 

We  reviewed  the  values  placed  upon  the  various  items  of  equipment  but  did  not  attempt  to  search  out  whether 
the  exact  cost  price  had  been  placed  upon  each  item.  However,  from  our  cursory  review  we  feel  that  the  values 
placed  upon  the  items  contained  in  the  inventory  are  realistic. 

3.  DORMITORY  OPERATIONS 

From  our  review  of  the  dormitory  operation  it  is  felt  that  very  good  segregation  is  kept  as  to  the  expenses 
of  this  particular  department.  We  do  feel  however  that  separate  utility  meters  should  be  placed  upon  the  buildings 
in  order  that  a  truer  charge  can  be  obtained  for  utilities  in  the  dormitory  department.  At  the  present  time  only 
the  utilities  used  in  the  kitchen  are  actually  charged  against  the  residence  halls  and  no  heat,  lights,  and  power  are 
charged  against  the  residence  halls  but  are  charged  against  the  physical  plant  operation  of  the  school.  Since  the 
bonds  which  were  used  to  build  the  residence  halls  have  been  paid  off,  this  particular  split  is  not  too  important. 

It  is  felt  that  the  operations  of  the  Student  Union  Building  should  be  carefully  segregated  because  the  bond 
indenture  for  the  new  Student  Union  Building  will  require  the  pledge  of  the  income  from  that  building  to  pay 
off  the  bonds.  We  therefore  feel  that  a  closer  accounting  should  be  kept  of  the  income  and  expense  of  this  build- 
ing in  order  to  determine  at  a  later  date  whether  any  of  the  service  of  these  bonds  is  being  obtained  from  state 
appropriations. 

4.  AGENCY  ACCOUNTS 

The  business  manager  of  the  School  of  Mines  is  to  be  commended  upon  his  handling  of  the  various  Agency 
and  Associated  Student  accounts.  These  funds  are  transferred  from  the  school  accounts  to  the  associated  students 
and  are  never  used  in  any  way  by  the  Montana  School  of  Mines.  The  associated  students  have  a  separate  bank 
account  and  a  separate  set  of  records.  These  records  are  maintained  by  the  business  manager  of  the  School  of 
Mines  and  are  accounted  for  in  his  financial  report  at  the  end  of  each  year.  Budgets  are  set  up  with  each  activity 
and  are  complied  with  quite  strictly. 

At  the  present  time  the  School  of  Mines  has  three  restricted  funds  on  hand.  One  is  a  grant  from  the  Great 
Northern  Railroad  and  Pacific  Power  and  Light  for  field  work  to  be  done  in  the  Kalispell  area  relative  to  the 
development  of  minerals  and  so  forth  in  that  area.  These  funds  are  maintained  with  the  State  Treasurer  and  are 
not  commingled  with  the  current  funds  of  the  School  of  Mines.  The  two  concerns  remit  directly  to  the  State 
Treasurer  the  amounts  accounted  for  by  the  Montana  School  of  Mines. 

Two,  the  Health  Service  Fund  is  maintained  by  collecting  from  each  student  the  amount  of  $3.75  per  semester 
and  expenditures  therefrom  are  for  doctors,  drugs,  hospital,  etc. 

Three,  the  Inspection  Trip  Fund  is  maintained  by  the  collection  from  students  of  certain  amounts  for  inspec- 
tion trips  to  be  made  during  the  course  of  an  academic  year.  This  fund  is  maintained  separately  from  the  current 
funds.  It  is  used  only  for  the  purpose  of  travel  expense  during  these  inspection  trips. 

5.  BONDS   PAYABLE 

As  of  June  30,  1959,  the  School  of  Mines  had  a  bonded  indebtedness  for  the  library  and  museum  building  of 
$10,000.00.  This  bond  issue  will  be  paid  off  within  the  next  two  years  and  in  fact  by  the  end  of  the  fiscal  year, 
June  30,  1960  there  should  be  sufficient  funds  on  hand  to  pay  the  entire  bond  issue.  Again  the  sinking  funds  for 
the  retirement  of  indebtedness  are  maintained  with  the  State  Treasurer  and  are  not  commingled  with  any  of  the 
current  funds. 

The  School  of  Mines  will  become  indebted  upon  the  bond  issue  for  the  building  of  their  Student  Union  build- 
ing and  at  the  present  time  have  a  committment  from  the  Federal  Home  and  Housing  Authority  to  finance  this 
bond  issue. 

At  the  end  of  the  biennium  ending  June  30,  1959  the  School  of  Mines  returned  to  the  general  fund  in  unused 
appropriations  $28,891.52.  This  amount  was  purposely  returned  by  the  School  affecting  every  saving  they  possibly 
could  and  by  the  using  of  their  interest  and  income  fund  for  school  purposes. 

We  feel  that  the  administration  of  the  School  is  to  be  commended  for  their  attempt  to  save  the  taxpayers' 
moneys  by  attempting  to  make  an  efficient  use  of  the  funds  which  are  available.  In  the  audit  of  the  School  of 
Mines  we  found  no  evidence  of  large  expenditures  for  plant  and  equipment  and  the  like  at  the  end  of  the  bien- 
nium. We  found  all  records  to  be  in  excellent  shape  and  we  found  a  very  high  degree  of  cooperation  with  us  in 
the  making  of  this  audit. 

UNIVERSITY  OF  MONTANA  SYSTEM 

WESTERN  MONTANA  COLLEGE  OF  EDUCATION 

DILLON,  MONTANA 

Comments  by 
Clarence  D.  Misfeldt,  Audit  Supervisor 
No.  1.     Property  Inventory 

An  inventory  should  be  completed  of  the  property  accounts  covering  general  administration,  educational 
physical  plant  and  dormitory,  and  records  adjusted  to  this  inventory. 

Many  items  of  a  capital  nature  have  been  purchased  and  placed  in  repair  and  replacement  or  operating  ex- 
pense. Each  branch  of  the  university  should  be  informed  on  what  capital  items  should  be  charged  to  each  of  the 
four  property  accounts. 

House  Bill  No.  468  defines  the  terms  salaries,  capital,  repairs,  replacement  and  operation  and  these  should 
be  followed  in  distributing  expenditures. 

General  administration  inventory: 

Amounts  included  in  these  accounts  for  this  biennium  are  satisfactory. 

Educational  inventory: 

Amounts  include  reference  books  and  subscriptions  to  papers  and  magazines  that  become  part  of  the  college 
library. 

Physical  plant  inventory: 

On  May  15,  1957  the  Board  of  Education  approved  the  building  of  a  house  for  the  president,  which  was  classi- 
fied as  faculty  housing.  The  contract  was  not  to  exceed  the  original  approved  cost  of  $47,000.  The  President  of  the 
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State  Board  of  Education  was  authorized  to  sign  the  contract  with  the  following  low  bidders  pursuant  to  their 
bids  of  May  2,  1957. 

A.  General  Construction,  Dyer  Construction  Co.    $44,180.00 

B.  Plumbing,  heating,  Schmidt  &  Son % 6,345.00 

C.  Electrical  work,  Davis  Electric  Company , 3,343.28 

Total   _ $53,868.28 

The  payments  were  made  and  charged  as  follows: 

1956-57  Charge  to  dormitory  repairs  and  replacement   $  6,085.00 

1957-58  Charge  to  dormitory  repairs  and  replacement    33,233.69 

1957-58  Charge  to  dormitory  repairs  and  replacement   5,736.54 

1957-58  Charge  to  dormitory  inventory  (furniture)    3,539.84 

A  payment  was  made  from  the  1955  building  and  repair,  fund  for  the  balance 

due  on  the  furniture  and  house  in  the  amount  of 10,614.78 

Total '...... $59,209.85 

Dormitory  inventory: 

For  the  year  1957-58  the  $5,911.46  addition  to  inventory  should  be  reduced  by  $3,539.84  mentioned  above. 
For  the  year  1958-59  the  $7,813.67  addition  to  inventory  should  be  reduced  by  $3,495.07  of  legal  fees.  This  should 
have  been  a  charge  to  physical  plant  as  a  part  of  the  cost  of  the  dormitory  building  erected  in  that  year. 

No.  2.     Dormitory 

Income  from  room  rents  and  board  of  all  halls  are  included  in  one  account.  It  is  recommended  that  income 
from  each  hall,  or  rental  unit  be  kept  separate  because  of  separate  bond  issues.  Also,  board  income  should  be  kept 
separate  from  room  rents.  The  expenses  of  each  hall  and  faculty  housing  should  be  accounted  for  by  type  of 
expense  rather  than  one  total. 

Income  during  1957-58  of  $135,530.66  includes  $16,033.40  which  is  arrived  at  as  follows:  Deposited  in  the  State 
Bank  &  Trust  Co.  were  building  fees  collected  for  the  period  May  5,  1955  through  June  30,  1957  of  $19,930.00.  In 
December,  1958,  $3,000.00  was  placed  in  this  bank  from  dormitory  income  and  charged  as  dormitory  capital  (fur- 
niture and  fixtures).  On  September  30,  1957,  $16,033.40  of  this  fund  was  withdrawn  and  credited  to  dormitory  in- 
come. This  amount  was  used  to  help  defray  the  cost  of  the  president's  home.  In  December, 1958,  the  balance  in  this 
bank  account  of  $6,896.60  was  withdrawn  and  deposited  in  the  agency  account  "Textbook  Fund." 

The  records  should  be  adjusted  as  follows: 

Debit  Credit 

614G  Building  fee  __ .__ $  3,896.60 

613     Dormitory  balance 3,000.00 

8      Surplus   16,033.40 

720A  Textbook  fund 6,896.60 

44     Dormitory  inventory _ $  3,000.00 

66    Textbook  fund  ... 6,896.60 

8     Surplus  19,930.00 

Allocation  of  expenses  between  dormitory  funds  and  state  funds  is  on  a  strictly  arbitrary  basis.  For  instance, 
utilities  are  paid  during  July  and  August  with  dormitory  funds  and  for  the  rest  of  the  year  they  are  paid  with 
state  funds.  These  should  be  prorated  monthly  on  a  realistic  basis. 

No.  3.     Agency  Accounts 

The  amount  of  the  general  deposits  is  made  up  of  a  $10.00  deposit  by  each  student  at  the  beginning  of  the 
term.  At  the  end  of  the  term  if  the  student  owes  for  books,  rent,  etc.,  it  is  deducted  from  his  deposit.  The  student 
signs  a  receipt  for  his  refund.  The  only  control  for  this  account  is  by  checking  the  list  of  deposits.  Otherwise, 
no  other  records  are  kept.  President  Short  issued  a  statement  that  all  deposits  not  called  for  in  twenty-four  hours 
after  the  term  ended  are  forfeited  to  the  school  as  of  June  30,  1959. 

The  Athletic  Fund  is  composed  of  $6.00  per  quarter  collected  from  each  student.  Expenses  charged  against  this 
fund  include  equipment,  travel,  game  guarantees,  medical  expenses  for  athletes  and  refereees,  pictures,  etc.  Part 
of  the  equipment  which  is  used  under  the  athletic  program  is  purchased  through  the  educational  fund.  The  coach 
should  be  required  to  submit  expense  reports  for  each  trip  with  receipts  for  meals,  hotel  and  transportation  ex- 
penses. $2,500.00  was  transferred  from  Dormitory  account  to  Athletic  Fund  for  estimated  value  of  meals  for  the 
school  year  which  athletes  had  paid  for  but  did  not  eat  at  the  dormitory  dining  room  while  on  road  trips. 

The  Textbook  Fund  covers  receipts  for  rental  of  books.  The  expenses  of  this  fund  should  be  accounted  for  by 
classification  of  items  such  as  replacement  textbooks,  gas  and  oil,  stationery,  used  typewriters,  etc. 

No.  4.     Notes  or  Bonds  Payable 

Bonds  were  sold  to  the  Federal  Home  &  Housing  Authority,  Richmond,  Virginia  in  the  amount  of  $600,000.00 
to  pay  for  building  Jordan  Hall  and  Student  Union  building. 

The  following  revenues  are  pledged  for  the  retirement  of  these  bonds: 

(a)  Net  Revenues  of  Project 

(b)  Student  Building  Fund  Fees 

(c)  Land  grant  income  but  not  in  excess  of  $20,000  per  year 
From  the  above  revenues,  the  sinking  fund  must  be  maintained  as  follows: 

(1)  Reserve  to  meet  three  months  expense  of  project; 

(2)  $21,000  every  six  months  until  sinking  fund  equals  the  next   12  months  redemption 
plus  interest  plus  a  reserve  of  $62,700 

(3)  After  the  above  two  requirements  are  met,  building  and  maintenance  fund  deposit  of 
$3,000  per  year  is  required  until  it  reaches  $36,000. 

The  balance  may  then  be  used  as  follows: 

(1)  Redemption  of  bonds  in  $5,000  amounts 

(2)  Improvements 

(3)  Any  lawful  purpose. 

At  June  30,  1959  the  college  had  on  deposit  with  the  First  National  Bank  of  Helena  $9,777.05  in  cash  and 
$00,000.00  U.  S.  Treasury  Certificates  at  3%%  due  2-15-60.  Also  $28,198,31  is  deposited  with  the  State  Treasurer  as 
part  of  the  required  sinking  fund. 

Federal  Home  &  Housing  Authority  made  a  temporary  loan  of  $236,250.00  to  construct  Davis  Hall  and  the 
addition  to  Jordan  Hall. 
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UNIVERSITY  OF  MONTANA  SYSTEM 

EASTERN  MONTANA  COLLEGE  OF  EDUCATION 

BILLINGS,  MONTANA 

Comments  by 
Maurice  R.  Colberg.  Audit  Supervisor 
No.  1.     Property  Inventory 

During  the  course  of  our  examination,  the  purchasing  agent  was  in  the  process  of  completing  a  physical  inven- 
tory of  all  college  property.  The  items  which  were  inventoried  were  checked  for  cost  at  acquisition.  This  informa- 
tion has  then  been  transferred  to  an  I.B.M.  card,  a  duplicate  card  being  made  for  the  inventory  file.  Decal  numbers 
are  to  be  placed  on  all  equipment  which  will  tie  in  with  inventory  card  numbers.  Prior  to  this,  there  had  been  no 
physical  inventory  of  the  various  property  accounts. 

It  was  noted  in  the  course  of  our  examination  that  many  items  of  a  capital  nature  were  charged  to  operating 
expense  and  repairs  and  replacements.  There  has  been  no  apparent  scrutiny  to  determine  that  all  items  of  a  capital 
nature  have  been  properly  charged.  The  plant  inventory,  as  reflected  in  Exhibit  "A,"  should  be  increased  or  de- 
creased for  the  following  items  improperly  charged  to  expense  for  the  fiscal  years  ended  June  30,  1958  and  June 
30,  1959: 

Increased    Decreased 

General  Administrative  Inventory $  59.75 

Educational  System  Inventory .$2,292.14 

Physical  Plant  Inventory 6,610.03 

Women's  Dormitory  Inventory 3,446.61 

Student  Union  Inventory 477.94 

Men's  Residence  Inventory.... 80.00 

No.  2.     Dormitory  and  Residence  Halls — Student  Union 

The  only  inventory  being  taken  in  this  operation  is  of  food.  Supplies  of  the  food  service  of  residence  halls  are 
not  inventoried. 

Internal  control  of  food  sales  is  well  tied  in  with  the  records  of  the  housing  director.  It  was  noted  that  guest 
food  sales,  while  small,  were  accounted  for  only  by  the  food  service  director  without  further  outside  audit. 

It  is  recommended  that  a  standard  classification  of  accounts  be  used  somewhat  similar  to  that  of  a  hotel  oper- 
ation. As  presently  used,  the  accounts  are  not  being  consistently  charged  with  the  same  items.  A  proper  chart  of 
accounts,  with  designation  of  what  is  to  be  included  in  them,  would  eliminate  these  discrepancies. 

Items  of  a  capital  nature  were  charged  to  operating  expenses.  This  has  arisen,  we  believe,  because  of  the  fact 
that  a  proper  analysis  has  not  been  made  of  such  items  as  bedding,  sheets,  drapes,  dishes,  tableware,  etc.  If  capital 
were  to  be  charged  with  an  inventory  of  these  items  consisting  of  what  is  needed  for  proper  operation,  all  subse- 
quent purchases  could  be  charged  as  replacements. 

Charges  for  heat,  electricity  and  water  were  allocated  to  dormitory  and  food  operations  on  an  estimated  basis. 
This  estimate  has  apparently  never  been  changed  to  reflect  any  increased  costs  from  year  to  year. 

A  Student  Union,  being  under  the  direction  of  a  student  board,  receives  quarterly  reports  from  the  business 
office  of  daily  receipts.  A  cash  register  is  maintained  at  the  Student  Union.  The  director  turns  over  the  register 
tapes  with  collections  to  the  business  office,  although  no  audit  is  made  of  the  amounts. 
No.  3.     Operations,  Salaries  and  Expenses 

During  the  past  year  only,  a  purchasing  department  has  been  maintained.  Only  recently  the  purchasing  agent 
has  been  charged  with  the  responsibility  of  seeing  that  merchandise  is  received  in  accordance  with  the  terms  of  a 
purchasing  order.  The  system  presently  in  effect  ties  the  purchase  order,  receiving  ticket  and  invoice  all  together 
for  voucher  purposes. 

It  was  noted  that  food  vouchers  many  times  did  not  have  approval  of  department  heads  and  others. 
No.  4.     Agency  Accounts 

A  student  activity  fee  of  $12.00  per  quarter  is  collected  from  each  student  registering.  This  fee  is  then  allocated 
to  such  funds  as  social,  student  paper,  interscholastic  fund,  etc.,  based  upon  the  various  budgets  of  these  activities 
as  related  to  fees  collected.  There  were  ten  separate  activity  funds  covered  by  this  fee  at  June  30,  1959. 

Expenditures  for  the  various  funds  are  approved  by  the  director  of  the  activity,  as  well  as  the  business  man- 
ager and  president,  and  are  supported  by  vouchers  and  purchase  orders. 

Laboratory  and  room  deposits  are  accounted  for  at  the  conclusion  of  each  school  year. 

The  business  office  maintains  a  good  internal  check  of  receipts  for  football  and  basketball  games.  Receipts  of 
plays  and  music  concerts  are  handled  by  the  directors  of  the  particular  activity. 

One  of  the  funds  included  as  an  agency  fund  was  the  business  operating  account.  This  account  had  a  cash 
balance  of  $4,350.88  as  of  June  30,  1959.  This  fund  had  an  advance  due  from  the  contingent  revolving  fund  of 
$1,500.00,  a  reserve  for  hail  insurance  repairs  made  during  the  summer  of  1959  of  $5,796.17  and  a  balance  for  other 
items  of  $54.71. 

It  was  noted  that  interest  on  savings  accounts  totaling  $172.46  had  not  been  picked  up  on  four  fund  accounts 
since  the  pass  books  had  not  been  taken  to  the  banks  for  entry. 
No.  5.     Bonds  and  Mortgage  Payable 
Administration  Building 

Original  issue  of  bonds  was  in  1935,  are  4%  and  not  callable.  Principal  and  interest  is  $7,000.00  per  year.  Bal- 
ance outstanding  of  $36,000.00  is  amply  covered  by  a  cash  retirement  fund  of  $40,540.00  at  June  30,  1959.  Student 
fees  and  one-half  of  the  land  grant  income  are  pledged  for  retirement  of  the  bonds. 
Women's  Residence  Hall 

Original  issue  of  bonds  in  1949,  are  3%%  and  are  serially  retired.  Bonds  are  all  retired  on  schedule  and,  in 
addition,  the  bonds  due  December  1,  1975  were  redeemed  at  $103.20  on  June  1,  1959.  Food  service  and  rental  reve- 
nues of  the  project  are  pledged  to  retire  these  bonds. 
Men's  Residence  Hall 

Original  issue  was  purchased  by  Housing  and  Home  Finance  Agency,  Richmond,  Virginia.  Issue  dated  October 
1,  1956  is  to  be  finally  retired  October  1,  1996.  Interest  is  at  2%%  with  interest  and  principal  payments  being  kept 
at  almost  an  even  annual  amount.  The  room  rents  of  the  project  and  Vi  of  land  grant  income.  ".  .  .  if  and  when 
and  as  much  as  is  necessary,"  to  quote  the  bond  indenture,  are  pledged  to  retire  the  bonds.  It  is  anticipated  that 
approximately  $5,000.00  of  the  annual  land  grant  income  will  be  needed  for  this  purpose. 
Student  Union 

Originally  issued  in  1953,  interest  is  at  4%  with  $3,000.00  due  in  1960  and  other  amounts  varying  according  to 
evening  of  principal  and  interest  retirements.  Final  retirement  is  February  1,  1979.  Earnings  of  the  student  union, 
consisting  of  rental  income  and  the  student  union  fee  collected  from  registrants,  are  pledged  to  retire  the  bonds. 
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UNIVERSITY  OF  MONTANA  SYSTEM 

NORTHERN  MONTANA  COLLEGE 

HAVRE,  MONTANA 

Comments  by 
William  F.  Seel,  Audit  Supervisor 
No.  1.     Property  Inventory 

A  current  physical  inventory  is  being  taken  of  all  property  accounts.  Each  item  will  be  checked  against  the 
original  purchase  order  and  inventoried  on  a  card  system.  When  this  is  completed,  the  property  accounts  will  be 
adjusted  to  the  actual  inventory. 

The  State  Board  of  Education  is  required  to  pass  on  all  capital  expenditures.  This  procedure  is  being  followed, 
and  items  of  capital  nature  are  charged  to  General  Administration,  Educational,  Physical  Plant  and  Dormitory  in- 
ventory accounts. 

There  are  such  items  as  cement  work,  curbing  and  sidewalks  which  are  capitalized,  but  the  location  of  each 
is  not  shown.  The  current  physical  inventory  will  correct  this.  This  information  should  be  shown  on  the  purchase 
order  or  original  invoice. 

No.  2.     Dormitory — College  Housing — Student  Union 

Income  and  expenses  are  kept  separate  for  each  dormitory,  housing  unit  and  student  union.  This  is  essential 
because  of  the  different  bond  issues.  Allocation  of  expenses  between  dormitory  funds  and  state  funds  are  prorated 
each  month. 

The  initial  purchase  of  items  such  as  bedding,  sheets,  drapes,  dishes,  etc.,  is  charged  to  inventory.  All  subse- 
quent purchases  are  charged  to  expense.  However,  the  only  item  of  supplies  on  hand  inventoried  at  present  is 
food.  The  amount  needed  for  current  operation  should  be  determined,  and  inventories  should  be  charged  to  main- 
tain this  level.  Other  purchases  could  then  be  charged  to  expense. 

No.  3.     Operations,  Salaries  and  Expenses 

Requisitions  for  purchases  are  made  by  department  heads.  The  requisitions  are  approved  by  the  college  presi- 
dent and  then  mailed  to  the  State  Purchasing  Agent,  who  issues  a  purchase  order  to  the  College.  The  State  Con- 
troller encumbers  the  school's  fund  for  the  amount  of  the  purchase  order.  Requisitions  for  capital  expenditures 
originate  with  the  Board  of  Examiners,  who  issues  the  purchase  order. 

All  items  purchased  are  checked  on  the  invoices  as  received  by  the  department  heads.  The  invoice  is  initialed 
by  the  department  head,  shows  the  requisition  number,  the  purchase  order  and  to  what  account  it  is  to  be  charged. 

Many  entries  were  made  in  the  journals  with  no  explanation.  Without  the  aid  of  the  office  staff  it  would  have 
been  difficult  to  ascertain  why  the  entry  was  made.  Each  journal  entry  should  be  followed  by  some  explanation. 

No.  4. — Agency  Accounts 

The  text  book  fund  handles  the  sales  and  purchases  of  new  and  used  books.  Used  books  are  purchased  from 
the  students  and  resold.  No  books  are  rented;  however,  during  this  term  drawing  equipment  was  rented.  Expenses 
paid  out  include  Salaries,  P.E.R.S.,  Dues,  Telegrams,  Insurance  and  Miscellaneous.  Inventory  of  unsold  new  and 
used  text  books  was  taken  as  of  June  30,  1959. 

The  student  activity  fee  is  $9.50  per  quarter.  The  Treasurer  deposits  all  fees  in  the  student  activity  account  and 
is  authorized  by  the  student  central  board  to  transfer  money  to  all  student  activity  funds.  Each  fund  controls  its 
own  money,  the  Treasurer  reports  to  the  students  the  balances  in  each  fund. 

The  student  union  use  fee  is  $8.00  per  quarter.  This  fund  will  be  pledged  for  the  new  student  union  building. 
Out  of  this  fund,  government  bonds  of  $10,000.00,  treasury  bills  of  $4,000.00  and  certificates  of  deposit  of  $248.64 
have  been  purchased  and  are  in  the  Treasurer's  office.  These  amounts  do  not  show  up  on  the  balance  sheet.  How- 
ever, interest  earned  is  shown  in  income  account. 

The  general  deposit  is  $10.00  per  year  and  is  deposited  by  the  student  at  the  beginning  of  the  term.  Refunds 
are  given  at  the  end  of  the  term.  Efforts  are  being  made  to  refund  all  deposits  that  are  on  hand  from  prior  years. 

The  student  health  fee  is  $7.25  per  quarter  plus  $4.00  for  a  physical  exam.  This  fee  covers  the  doctor  and  health 
and  accident  policies. 

The  building  fee  is  $10.00  per  quarter.  This  amount  is  pledged  to  retire  the  bonds  of  the  armory-gym. 

No.  5.     Notes  and  Bonds  Payable 
Donaldson  Hall 

Bonds  were  sold  to  Lutheran  Brotherhood,  Minneaoolis,  Minnesota,  in  the  amount  of  $151,000.00  in  1935  to  pay 
for  the  construction  of  women's  residence  dormitory  (Donaldson  Hall).  Repayment  schedule  is  as  follows: 

Bond  Numbers                                                                                                 Maturity  Year  Redemption 

104-1 1 1  __ ._ 1960  $  8,000.00 

112-119  _ _.  1961  8,000.00 

120-127  _...  1962  8,000.00 

1 28-135  1963  8,000.00 

136-137  - 1964  2,000.00 

Total.- $34,000.00 


No  reserve  was  set  up  originally  as  stated  in  bond  indenture.  Now  Donaldson  Hall  Gross  Income  account  is 
set  up  with  State  Controller  and  also  a  Sinking  Eund.  The  net  revenues  from  this  residence  hall  are  pledged  for 
the  retirement  of  the  bonds. 
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Morgan  Hall 

Bonds  were  sold  to  the  Housing  and  Home  Finance  Agency,  Richmond,  Virginia,  in  the  amount  of  $485,000.00 

in  June,  1958,  to  pay  for  the  construction  of  a  men's  dormitory  (Morgan  Hall).  Repayment  schedule  is  as  follows: 

1959            - _ $  7,000.00  $     7,000.00 

1960-1964  8,000.00  40,000.00 

1965-1968  9.000.00  .36,000.00 

1969-1971  10,000.00  .30,000.00 

1972-1975  11,000.00  44,000.00 

1976-1978  12,000.00  36,000.00 

1979-1981  13,000.00  39,000.00 

1982-1983  14,000.00  28,000.00 

1984-1986  _  15,000.00  45,000.00 

1987-1988  16,000.00  32,000.00 

1989-1990  17,000.00  34,000.00 

1991-1992  _  18,000.00  36,000.00 

1993-1994 19,000.00  38,000.00 

1995-1996  20,000.00  40,000.00 

$485,000.00 


The  bond  indenture  provides  for  a  reserve  of  $42,000.00  plus  an  additional  amount  sufficient  to  permit  the 
redemption  prior  to  maturity  of  not  less  than  $40,000.00  aggregate  principal  amount  of  the  bonds.  The  net  revenues 
from  this  residence  hall  are  pledged  for  the  retirement  of  the  bonds. 

Armory-Gymnasium 

Coupon  bonds  were  sold  by  E.  J.  Prescott  &  Co.,  Minneapolis,  Minnesota,  in  the  amount  of  $230,000.00  in  June, 
1958,  to  pay  for  the  building  of  an  addition  to  the  armory-gymnasium  and  to  retire  the  balance  of  indebtedness  on 
the  1956  Northern  Montana  College  armory-gymnasium  tnd  1956  Northern  Montana  College  armory-gymnasium 
public  entrance  bond  issues.  Repayment  schedule  is  as  follows: 

1960-1962  $  5,000.00  $  15,000.00 

1963-1967  6,000.00  30,000.00 

1968-1973 8,000.00  48,000.00 

1974-1979  __ , 10,000.00  60,000.00 

1980-1985  12,000.00  72,000.00 


$225,000.00 


The  bond  resolution  provides  for  the  establishment  of  a  reserve  account  of  $14,000.00  within  a  three-year 
period  and  a  bond  and  interest  retirement  fund  with  the  State  Controller.  All  of  the  $10.00  building  fee  is  pledged  to 
retire  these  bonds. 

Tiber  Dam  Housing 

A  Northern  Montana  College  student  and  faculty  housing  note  was  secured  in  1957  for  $35,000.00  from  the  First 
National  Bank,  Havre,  Montana,  for  the  purpose  of  purchase,  relocation  and  rehabilitation  of  surplus  buildings  at 
Tiber,  Montana,  and  also  to  provide  funds  to  purchase  materials  and  supplies  for  construction  improvements.  Re- 
payment schedule  is  as  follows: 

Annual  payments  are  $3,259.20  plus  interest  over  a  15-year  period.  Northern  Montana  College  has  the  right 
to  prepay  in  the  sums  of  $500.00  or  more  at  any  time.  First  year's  payment  of  $3,259.20  plus  a  prepayment 
of  $1,000.00  was  made  in  October,  1958.  The  net  revenues  from  this  housing  project  are  pledged  to  retire  the  note. 

A  temporary  loan  of  $10,600.00  was  obtained  from  the  First  National  Bank  and  Trust  Company,  Helena,  Mon- 
tana, in  1959  for  an  extension  to  Morgan  Hall. 

A  planning  loan  in  the  amount  of  $2,875.00  was  obtained  from  the  Housing  and  Home  Finance  Agency,  Seattle, 
Washington,  to  start  the  new  student  union  building.  This  amount  is  repayable  to  the  government  when  the  con- 
struction is  awarded. 


(  25  ) 


